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Notes 
from the Editor 


‘Thanks for your response to my re- 
quest for news about your activities. 
We hope you will continue to keep 
your colleagues informed through the 
“What's Happening” column. 

We «appreciated the inquiries we 
received from persons interested in 
writing papers for the Bulletin and/or 
presenting them at the Annual Meet- 
ing. This contagious enthusiasm to 
share ideas will be of mutual benefit 
to all members of the profession. Our 
staff will be happy to consult with 
you on the preparation of data for 
publication. To help the budding au- 
thor as well as guide the veteran, pub- 
lication standards are being developed 
and will be presented at Houston in 
June and printed in the Bulletin. 

Enclosed with this Bulletin is a 
questionnaire pertaining to two re- 
ports that are included in this issue. 
Your cooperation is solicited in an- 
swering the questions and returning 
your reply in the self-addressed en- 
velope. The results of this survey will 
be a great help in guiding the work 
of our technical committees. 

We have been swamped with orders 
for the forthcoming AACE Cost Index 
Manual. The manual will go into 
production soon, and we appreciate 
your expression of interest by order- 
ing at the special pre-publication 
price. 

The long awaited membership cer- 
tificates and AACE Directory are in 
the final stages of preparation and 


will be in your hands before the an- 


nual meeting. 
Speaking of the meeting, I will look 
forward to seeing you in Houston! 
Copy deadlines are May 5, August 
5 and November 5. 





COVER: With one of the disti'‘lation columns of 
the plant’s huge Jas production unit in the back- 
ground, K. - Comsey, (left) Callery’s manager 
of construction, G. F. Willard, plant manager for 
Callery, and Commander L. Ww. Graves, resident 
Javy officer in charge of construction, discuss oper- 
ating details of the Muskogee, Oklahoma unit. This 
is the nation’s first large-scale high-energy fuel plant 
and will provide many times the production capacity 
of any existing high-energy fuel facility, according 
to Dr. W. H. Schechter, Vice President in charg. 
of operations for Callery Chemical Company. 
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Message from the President 





Dr. Bernard J. Gaffney 
Wood Conversion Company 
President of AACE 


Through your Bulletin | am taking the opportuni- 
ty to express my humble thanks for the confidence 
you have shown in electing me to the highest office 
of our association. As in other years our slate of offi- 
cers and directors are a hard working and devoted 
group. You can expect some real progress. 

Our Executive Secretary will relate, in some detail, 
elsewhere in this bulletin decisions and progress 
made at our February Board Meeting in Houston, 
Texas, the site for our annual meeting this June. 
Strongly recommend you attend. 

This year you will not have to listen to a half day 
or more of business reports. The whole business 
matter will be capsuled into thirty minutes! You will 
receive preprinted business reports along with your 
technical paper and seminar preprints at time of 
registration. I shall in thirty minutes summarize im- 
portant matters and have time to have any awards 
presented. The rest of the meeting will be strictly 
technical. Of course there will be the necessary di- 
versions such as thought-provoking banquet and 
luncheon speakers. 

At the annual meeting officers from all regional 
sections will be hosted by the Board at a breakfast. 
Time will be allotted to reveal projected plans and 
prepare for better cooperative support. A better 
diffusion of ideas and consummation of business 
on an inter and intra basis is sorely needed. Here 
is an opportunity the regions cannot afford to miss 
and at which the national officers better be prepared 
for some clear thinking. You have my assurance this 
will be one productive highlight of our annual meet- 


ing. 
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Our foremost aims this year include timely news 
releases and publication. You are not only going 
to get your Bulletin on time, but you will find new 
topics covered. Your Board has set a number of 
deadlines for our various production matters and 
devised means of long-needed added help (at no 
added cost to the membership) to meet these obliga- 
tions. 

How would you like, in each Bulletin issue, se- 
lected abstracts of recent cost engineering articles 
and books? These reviews will be sufficiently com- 
plete to be immediately useful. This you will get. 
Believe you will like it. 

A membership drive is to be undertaken this year. 
As a cost engineer you know that a producing unit 
must be of a certain size to get past the break-even 
point; not only that, but continuous sustained opera- 
tion is most often less costly. Stack effective machine 
hours against effective man hours. The machinery 
to run our organization needs oiling. A concerted 
effort will be made to get it lubricated in the right 
place in the right manner. We have a willing but 
not too large membership. We must increase the 
rate of growth and concurrently get the productivity 
up. ihis is a selling job. You cannot sell well if you 
stay in your own backyard. Come to the meeting, 
and bring someone. 

I have your voted confidence and shall do my 
best to make you keep that confidence. Among other 
things this year, I hope to schedule time while on 
business trips to attend a meeting of each regional 
section. 

As they say in Texas — look forward to meeting 
“you all” at the annual meeting, if not before. 











Capacity-Investment Estimating 


Capital Cost Estimating, Sub-Committee Report 


E. C. Dybdal, Monsanto Chemical Co., Dayton, Ohio; 
K. E. Grierson, Diamond Alkali Co., Painesville, 
Ohio; and W. H. Patterson, Procter & Gamble Co., 


Cincinnati, Ohio 


Our 
ment “to outline 
methods for estimating total costs of 
complete plants or components by 
relating cost to a process variable.” 

This approach is simply explained 
by an example. For oil refineries, it 
consists of plotting total plant con- 


problem in 
estimating 


capacity-invest- 
was 


struction costs against the capacity 
variable, say barrels per day of prod- 
uct. To estimate a refinery of any 
specific capacity, total cost can be 
read directly from the plotted curve. 

This is one of the simplest and 
crudest estimating. Our 
thinking is that it would be limited 
to use in order-of-magnitude estimat- 


forms of 


ing where we may be called on to 
estimate with little more information 
than type, quality and quantity of 
product to be produced. 

In a development project such as 
this, there are two obvious steps: first, 
the format or “how-to-do” phase, and 
second, actual collection 
presentation. Our committee assign- 
ment covered only the first step. We 
visualize the end result of our pro- 
posed approach will be a set of curves 
such as that in the figure. 


data and 


Curve Description 

The title specifies end-product of 
the plant. Where major, alternate 
processing procedures are involved, 
stipulate which process is used. Thus, 
the example indicates “sulfuric acid 
plants, chamber or contact process.” 

We hope to develop two sets of 
data. “Grass-roots construction” cov- 
ers complete new plants including all 
storage and handling, utilities and 
service facilities. “Battery-limits con- 
struction” is the process component 
of the plant as defined in our Bulle- 
tin, Vol. I, No. 1. For estimating 
expansion work at existing sites, bat- 
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Figure 1 — Sulfuric Acid Plants — Chamber or Contact Process 


tery limits information is frequently 
more valuable than grass-roots data. 

Since this data will be used for time 
indexing purposes (by an approach 
which we hope our cost index com- 
mittee will recommend) the date 
should be representative of the heav- 
iest spending period of the work. 

The location is included for place 
indexing as our index approach is 
refined. The log-log scale is used. 
Presumably, this will result in linear 
plots if the power factor rules are 
correct. 


Consider the ordinates. ‘Total 


Plant Construction Cost” covers all 
costs defined by our proposed standard 
AACE cost codes as published in our 
Bulletin, Vol. I, No. 1. In the case 
of grass-roots construction, these in- 
clude battery limits, storage and 
handling, utilities, services and dis- 
tributive items. Specific cost exclu- 
sions, which may not be obvious, are 
land and working capital to put the 
plant into operation. For a battery- 
limits curve, “Total battery-limits 
construction cost” should include its 
share of distributive items. 
(Continued on page 9) 
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Short-Cut Estimates of Off-Battery Facilities 


Capital Cost Estimating, Sub-Committee Report 


M. F. Scherr, Koppers Co., Inc., 
Pittsburgh, Pennsylvania 


AACE recently classified four types 
of capital cost estimates. In descend- 
ing order of accuracy, they are de- 


tailed, definitive, preliminary and 
order-of magnitude estimates. For 
the more accurate detailed and de- 


finitive estimates, additional informa- 
tion and enables 
utilities, services and storage and han- 
dling facilities to be accurately as- 
certained. 
However, 


time available 


the less accurate pre- 
liminary and order-of-magnitude es- 
timates are usually made with mini- 
mum information and time available. 
This is especially true for estimates 
of facilities outside the battery limits. 
Cost engineers have developed short- 
cut methods for estimating off-battery 
facilities for the less accurate esti- 
mates. Two methods often used are 
the percentage-of-battery-limits meth- 


od and the cost-per-unit method. 
Percentage-of-Battery-Limits 

The percentage - of - battery - limits 
method proves far more accurate for 
estimates for “grass-root” plants than 
for estimates for expansion of exist- 
ing plants. 

Lack of uniformity of cost keeping 
and reporting usually makes pub- 
lished data non-comparable. One dis- 
tinct advantage of wide-spread adop- 
tion of the proposed AACE standard 
card of accounts would be elimina- 
tion of this confusion and easy com- 
parability of actual cost information 
gathered from many different sources. 

Published and private data indicate 
that a reasonably consistent relation- 
ship exists between cost of facilities 
within battery limits and cost of the 
utilities, services and storage and 
handling facilities necessary for a 
complete operating unit. Consistency 
of this relationship depends on simi- 
larity of the plans being correlated. 
Therefore, to be of maximum value 
to the cost engineer, this estimating 
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method should be derived from com- 
pany or published cost records of 
units or plans that are typical of 
their operations. 

Cost of utilities, services and stor- 
age and handling should be expressed 
as a percentage of the cost of facili- 
ties within battery limits. This per- 
centage can be plotted against bat- 
tery limit Costs used can be 
either final or estimated. The per- 
centages can be for all items outside 
battery limits or for any portion of 
them. 


cost. 


Points plotted for a range of bat- 
tery limit costs show a rela- 
tionship decreasing in _ percentage 
magnitude with increasing cost of the 
facilities within battery limits. 


curve 


To achieve the most accurate cor- 
relation possible for this method, 
the battery limits cost to be plotted 
should be for plants with a generally 
similar processing scheme. Utilities, 
services and storage and handling 
should also be on a comparable basis. 
Correction factors should be applied 
to all data before plotting to adjust 
for time and location differentials. 

Curves can be derived for each type 
of battery limits plant if sufficient 
cost information is available. Cost of 
one or two complete plans of similar 
battery limits provides, in most cases, 
insufficient data for correlation pur- 
poses. However, a trial plot of these 
points on a curve for another battery 
limits plant type frequently indicates 
a percentage correction that can be 
used tentatively until sufficient addi- 
tional data becomes available. 


Cost-per-Unit 

The cost-per-unit method is espe- 
cially useful for estimating cost of 
utilities, services and storage and 
handling where the capital cost es- 
timates cover expansion of existing 
operating plant. 


Curves or tabulations showing the 
relationship between capacity, area 
etc., and installed cost can be used to 
estimate the off-battery facilities. Pub- 
lished data and company cost records 
are potential sources for this infor- 
mation. In both periodicals and ref- 
erence books, there is a large volume 
with 
can be used confidently. 

Information is 


of statistics which, discretion, 
esti- 
mate (a) electrical distributions §sys- 
tems using dollars per connected 
horsepower, (b) buildings using dol- 
lars per square or foot, (c) 
storage facilities using dollars per 
cubic foot or barrel, and (d) road- 
ways using dollars per square yard. 
The cost of all items usually encoun- 
tered in that portion of the proposed 
plant outside battery limits can be 
approximated by use of the cost-per- 
unit method. 


available to 


cubic 


Unit cost differs, of course, with 
size, time and location. Therefore, it 
is extremely important that these 
costs be classified by source data, ap- 
plicable size ranges and locations so 
that unit costs can be factored prop- 
erly for re-use. 

Summary 

The percentage - of - battery - limits 
method is most applicable to an esti- 
mate for a plant to be constructed 
on a clear, virgin site. Its use for 
estimating an extension to existing 
plant is extremely risky. 
that the technical information is 
available, I recommend use of the 
cost-per-unit method of estimation 
of the cost of off-battery portions of 
a plant expansion project. 

Use of either of these approximate 
methods requires that the estimator 
exercise considerable judgment. At- 
tainment of acceptable accuracy de- 
pends on adequacy of information 


Provided 


furnished him and, even more, on 
his experience and competence. 


or 











Unified Code System — | 


Dr. B. J. Gaffney and F. T. Weyerhaeuser 
Wood Conversion Co., St. Paul, Minnesota 


Looking to the future one can see 
the working aspects of Cost Engi- 
neering being staunchly supported by 
applied and 


mathematical theory 


automatic information — processing. 
Contemporary mathematics includes 
Set Theory. Cost Engineers deal con- 
tinually with sets but perhaps have 
generally overlooked this fact. The 
rules for defining sets can be any- 
thing. Thus the great variety of cost 
codes that exist today. 
Set Theory 

For elements, or 
them, to be 


cost groups of 
distinctive 
and of special contribution it must 
be possible to decide if they satisfy 
a rule or property. Where are these 
rules? What are the purposes of iso- 
lation? What are the functional rela- 
tionships between sets and subsets or 
supersets? How can at times the same 
element appear in different sets or a 
set within a set, etc., and how may 


isolated as 


information be retrieved and_proc- 
essed automatically to give the de- 
sired solution to problems? 

In any problem it is necessary to 
restrict oneself to what elements need 
be included, or negatively what need 
be excluded. Thus in restricting our- 
selves we specify a Universal Set U. 
This contains all elements and sets 
in which we are interested and ex- 
cludes these from all others. 

In this paper there is no inten- 
tion of going into profound theory; 
yet the reasoning that led to the de- 
velopment follows that found in set 
theory. also in- 
cluded analysis of automatic infor- 
mation processing machines and sys- 
tems and their progressive application 
in determining dollar and other val- 
ues for the sets. The principles here 
are important in establishing what 
might crudely be thought of as a 
mathematical model. 

What is 


The development 


that 


important is the 
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model works 
as it has 


as far 


and works well 


tested. There is no 
reason for suspecting the universality 


been 


of the model cannot be widely ap- 
plied to the process industries. Event- 
ually modern set theory will be more 
aptly developed and applied. It is 
not unlikely that eventually a special 
breed of set theory mathematics will 
come about that will be tailored for 
our cost engineering problems. 

This article, the first of a series, 
will deal with some generalized con- 
cepts and definitions and one com- 
pany’s the 


application of Unified 


System. 
Defining the Problem 

Recognizing a general need for 
additional information on the part 
of management, and not restricted in 
thinking to our own company prob- 
lems, a project was undertaken by the 
Central Engineering Department of 
Wood Conversion Company. 

This project was set up to develop 
through a unified system of account- 
ing a means of obtaining cost and 
other related information that is to 
be: 

— Frequently reported 

— Timely 

— Detailed 

— Accurate 

— Meaningful 

— Consistent 

— Commonly understood 

— Ina form capable of projection 
Concepts Developed 

There were progressively developed 
four major subdivisions of the Uni- 
fied System. These are: 

CODE SYSTEM 
DATA 
FILING 


PROCESSING SYSTEM 
SYSTEM 
ADMINISTRATIVE SYSTEM 
The code system provides a classifi- 
cation for all phases of work, pre- 
requisite for control of these. 
The data processing system was 


conceived as adaptable to business 
computers in the securing of ac- 
curate and timely cost and other 
information. The filing system pro- 
vides cataloging in a manner suitable 
for efficient storage (or filing) and 
retrieval. The administrative system 
Was set up as an organization to ad- 
minister the Unified System on a 
continuing basis to answer the needs 
of all departments and all manage- 
ment levels. 

After much consideration of the 
capabilities of our modern computers, 
as well as an analysis of the purpose- 
fulness of information, a code system 
was devised consisting of five classifi- 
cations or sets: 

I. The Department Super Sets 
The summation of labor, material, 


overhead and equipment and_ the 


housing thereof necessary to pro- 
duce a product or service. 
Il. The Operation or Cost Center .... Sets 


A contiguous arrangement of pro- 


duction or service that 
contribution to a 


product or service. 


elements 

affect a special 

Ill. The Property and Equipment 
Single production or service element 
within an operation. 


IV. The Primary Cost Elements .. Elements 
Labor, materials and overhead nec- 

essary for the installation, 
maintenance of 


and equipment. 


opera- 


tion and 


property 


V. Authorization 


The terms superset and subset fol- 
low that set forth in set theory. Form- 
ally, if A and B are each sets, A is a 
subset of B if every element of A is 
also an element of B.' 

Sets and elements, other than V., 
Authorization, are characterized by 
assigning fixed numbers. These sets 
and elements are invariant in defini- 
tion, irrespective of time. An author- 
ization or job set is characterized by 
serially assigned numbers, and each 
set needs new definition to isolate it. 
The code system Parts I through IV 
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are the standard operating classifica- 
tions, and Part V is a working set or 
transient classification. 


Uses of the System 

Referring to Figure 2, there is de- 
picted the major use to which the 
control data are to be put. 

The 
Through the medium of the Unified 
Code and Data Processing Equipment 
is has been made possible to bring 


coverage is comprehensive. 


into focus the various relations ol 
company activities. 

The Unified System needed to be 
universally usable for all phases of 
work and lend itself to use by efficient 
data Figure 3 
shows the graphical concept of such 
a data processing center. The num- 
ber and kind of machines will very 
with specific application. 


processing systems. 


A central location is fed by sub- 
sidiary installations indicated in the 
left margin of Figure 3. Data are 
processed and transmitted from re- 
mote locations by punched tape or 
other means. The system output gives 
control information for all levels of 
management. This indicated in the 
right margin of Figure 3. 

A staff is set up to administer the 
information system when approved 
and instituted and thereafter main- 
tain and improve the system. 

It is not intended that any one 
end use of the code system will nor- 
mally need all classifications. As in 
set theory, for the solution to differ- 
ent problems, one will find different 
combinations of sets and indeed ele- 
ments within the sets. All the primary 
cost elements do not have to apply 
to all sets for all problems. Some ele- 
ments and sets assume null or zero 
value at times for solution to varied 
problems, and other unique rela- 
tionships are possible. 
combinations 
might be given at this point. 


Some _ illustrative 


Erected Costs = (V), >= (II, II, IV), = (I, IV) 
Maintenance = (V).> (III, IV) 
Mfg. Cost = (I), 2 (I, IV) 


A major advantage in this code 
system is that the area of activity 
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transcends the usual physical concept. 
The use of a battery limit is no 
longer a problem as it is with some 
construction The 
course transcends the limited scope of 


codes. system of 
construction only. 

As a further illustration, the Ac- 
counting Department to answer legal 
and top management requirements 
will be concerned with Department, 
Operation and summations of Pri- 
mary Cost Elements 
For a Capital Expenditure Program 
one would be interested in the Au- 
thorization classification as well as 
some of 


classifications. 


the others depending on 
scope of work. However, while each 
manager is primarily interested in 
different classifications or combina- 
tions thereof of the code system, each 
classification is related to the entire 
system. As a result, records of, say a 
completed capital expenditure job, 
can immediately become plant prop- 
erty records. 

In a recent book* it is stated, 
“that the accountants have adopted 
conventional rules implemented by a 
series of postulates and applied on 
the basis of personal judgment.” In- 
deed it is not a science, and its con- 
clusions are not precise. Yet it is 
through this medium that a Unified 
Code System must also work. One 
of the authors* in a recent paper d’s- 
closed, in a study about depreciation 


, 


methods, some of the vagaries and 
connotation of terms that exist in 
accounting circles. Notwithstanding, 
cost engineering work must be di- 
rected toward assuring its contri- 
butions are factual and accurate. To 
a great extent cost engineers must 
supply through systems and 
timely data processing much of the 
cost information for accounting for 
a manufacturing business including 
that of construction and maintenance 
phases. 


code 


Management needs information as 
soon as possible — in fact, even be- 
fore the conventional statements can 
be prepared. The Cost ‘Engineer can 
be the key to opening up timely in- 
formation centers. 





The next paper will analyze some 
cost codes and charts of accounts and 
show how a Unified Code System and 
electronic or other data processing 
has contributed to better 
ment. 


1. Studies In Mathematics, Vol. I, R. D. 
Luce, Yale Univ., 1959. 

2. Accounting for Non-Accountants by John 
N. Meyer, New York University Press, 
1957. 

3. “Which Depreciation Method Is Best” by 
Dr. B. J. Gaffney, Petroleum Refiner, 
December, 1957. 


Capacity-Investment Estimating 


(Continued from page 4) 


manage- 


“Rated capacity” is actual, proven 
capacity over an extended period, not 
necessarily design capacity or an in- 
stantaneous peak capacity. Units used 
should be peculiar to the industry — 
refinery capacity can be expressed in 
barrels, sulfuric acid capacity in ton, 
etc. 

Purely for standardization, the rec- 
ommended production period to be 
used is a 24-hour, three-shift day. 
Thus, barrels per day, tons per day, 
etc., are appropriate. Many plants, 
operating on a one- or two-shift day, 
will require adjusting to correct to 
this basis. 

With this standard format and 
common understanding of terminol- 
ogy, it is felt we can move ahead in 
data development. There is a wealth 
of published information, some suffli- 
ciently well-defined so that it can be 
used with this approach. And, more 
important, we can start soliciting new 
information. Our national organiza- 
tion with its regional chapters is an 
excellent framework for such work. 
Refining the Approach 

This presentation is so simple that 
the question might be raised: “Why 
should such a study have taken so 
long in Actually, we 
were prepared to make this presenta- 
tion at last year’s meeting, but we 
held it up for further study. We felt 
that correction factors could be de- 
veloped which would permit sharpen- 
ing up capacity-investment curve es- 
timating to the point where it might 
be adequate for preliminary estimat- 
ing purposes. 

(Continued on page 10) 


committee?” 








Cuvent Cost Capsules 


DiCorcia, E. T. “Cut Foundation 
Costs For New Tanks,” Petrol. Re- 
finer, 39, No. 2, (February 1960), 165- 
170. 


Economics of compacted fill com- 
pared to piled tank foundations is ex- 
plored. The method .of pre-loading 
the area where the new tank will be 
erected with soil can effectively com- 
pact the area so that pile foundations 
may not be required. Pe-loading can 
cut tank foundation costs in half. 

Complete settlement data are pre- 
sented and typical cost comparisons 
made between piled foundations, pre- 
loaded foundations, and excavate-re- 
place foundations. 


EvANs, FRANK L., JR. “Maintenance 
Supervisor's Handbook,” Petrol. Re- 
finer, 39, No. 1, (January 1960), 115- 
158. 

Keeping cost records for mainte- 
nance expense is summarized in main- 
tenance cost breakdown and citations 
from actual operating experience. 
Cost of operating mechanical depart- 
ments in refineries is given. 


KATELL, SipNey, and LIANG-TSENG 
Fan. “How To Estimate Chemical 
Selling Price,” Petrol. Refiner, 39, No. 
2, (February 1960), 153-154. 

The molecular weight of certain 
families of organic chemicals are use- 
ful in predicting selling price of 
chemicals in this group. An empirical 
equation and graphical solution are 
presented which are useful in pre- 
dicting the estimated selling price of 
organic chemicals. 


PRATER, N. H., and ANTronaccli, D. W. 
“Estimate Inert Gas Plants Quickly,” 
Petrol. Refiner, 39, No. 2, (February 
1960), 129-131. 

Charts and an example calculation 
are presented which permit rapid 
the installed costs for 
a complete inert gas system. Sizes 
from 1,000 to 100,000 std.c.f.h. are 
covered. By using selected charts, cer- 
tain portions of the inert gas plant 
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estimation ol 


can be estimated, i.e., inert gas gen- 
erator equipment; compressors and 
auxiliaries; CO, removal units; ad- 
sorption dryers, storage tanks; and 
piping and building for housing the 
inert gas unit. 


Sroop, M. L. “Hints For Cost Esti- 
mation From Flow Scheines,” IJnd. 
Eng. Chem., 52, No. 1, (January 1960), 
1O1A-103A. 

Shows by means of tables and a 
graph how to arrive at an accurate 
cost estimate. 


WEAVER, JAMES B., and BATEs, ALAN 
G. “Pitfalls in Incremental Evalua- 
tion,” Ind. Eng. Chem., 52, No. 2, 
(February 1960), 57A-58A. 

Discusses the 


incremental or out- 


of-pocket approach to investment 


evaluation. Involved is the forecast- 
ing of all cash flows which will occur 
if the proposed investment is made, 
and the relevant cash flows expected 


if the investment is not made. 





Capacity - Investment Estimating 


(Continued from page 9) 

We still feel a capacity-investment 
curve estimate can be sharpened up 
by the individual estimator to meet 
specific conditions of individual proj- 
ects. But, reluctantly, we further con- 
clude that it is impractical at this 
time to pre-determine any standard 
correction factors. 

Inevitably, such factors would re- 
quire more detailed definition of 
basic data. Thus, we would not rec- 
ommend correction factors for site 
conditions unless we defined the site 
conditions experienced by projects 
for which we accumulated data. 

Time and place indexing are two 
major recognizable variables. Suitable 
factors for them should be obtain- 
able, and we have provided for them 
in our approach. 


Other variables, although equally 
significant, lead into such a maze of 
complexities that we cannot make 
any practical recommendations at this 
time. Such recommendations must be 
deferred until we acquire additional 
experience in data development. This 
in turn depends on better communi- 
cation, better definition of terminol- 
ogy, better understanding of cost code 
accounts. 

With the definitions given earlier 
and the standard format as presented 
in Figure 1, we feel we are in a posi- 
tion to take our first step toward data 
development. Such data should suffice 
for the limited objective for which it 


is intended — order-of-magnitude es- 
timating. 
Over the years, with concurrent 


work by other committees on cost 
codes, terminology and indexes, we 
anticipate development of more so- 
phisticated techniques with greatly 
improved accuracy. May we have your 


comments on this approach? 





AACE INSIGNIA 


A novel distinctive sterling silver 
tie-clasp and lapel button have been 
designed for members of the AACE. 
You will be proud to wear this per- 
sonal jewelry which features the at- 
tractive AACE emblem. 
Sterling Silver Lapel Button $2.30 
Sterling Silver Tie-Clasp ...... $3.80 

Order yours NOW! Send your check 
to: 

Executive Secretary 

American Association of 
Cost Engineers 

Durham, New Hampshire 
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Highlights of the February 4-6, 


American Association of Cost Engineers 


Rice Hotel, Houston, Texas 


The Board meeting convened Thursday morning, 
February 4 at nine o’clock a.m. with Dr. B. j. Gaff- 
ney presiding as chairman and terminated Saturday 
noon, February 6. An agenda of twenty-one main 
items and subdivisions of these was scheduled over 
the two-and-one-half day period of the meeting, 
and definite times were allotted for each topic. 

Attendance at the Board meeting was unusually 
good considering the long distance to be traveled 
by most of the Board members. Board members at- 
tending were Cecil H. Chilton, Earl K. Clark, B. J. 
Gaffney, Jay M. Gorey, W. E. Hand, C, A. Miller, 
Sidney Katell, Thomas C. Ponder and Edward D. 
Shankin, Executive Secretary. Committee chairmen 
present were J. F. Adams, J. C. Agarwal, T. H. 
Arnold, C. R. Hirt, who were all invited for special 
discussions. Z. Stanfield of the Profitability Com- 
mittee presented a report. The only Board member 
unable to attend was J. J. Caufield. 

President Gaffney emphasized that 1960 is one of 
the most critical years for the AACE. We have grown 
quite well in the past years, but now we have to get 
“geared up’ to reasonably handle the duties and 
responsibilities of an enlarged membership. 

Plans were formulated to help assure the meeting 
of publication deadlines. 

President Gaffney has suggested he will attempt 
to attend at least one regular meeting of each reg- 
ional section during 1960. 

Our finances present a real problem if the AACE 
is to operate on a more businesslike manner. Plans 
were made to increase Our income as well as offering 
more and better services to the membership. A mem- 
bership drive will be instituted. Other possible 
money sources are net income from sales of the Man- 
ual of Cost Indexes and from annual meetings. 

An audit has been made by duly appointed audi- 
tors, and Mr. Chilton will publish results in the 
AACE Bulletin. Auditors were ]. L. Heck of the 
Linde Company, New York, and Irwin Bromberg, 
Foster Wheeler Corporation, New York. 

Publicity efforts have been reorganized, and under 
the direction of Tom Arnold will be accelerated to 
the desired level for national recognition. 

Organization charts showing channels of duties 
and responsibilities will be prepared so that each 
of us will know his exact duties and responsibilities. 
The Planning Committee will do this under the 
directorship of Mr. Jay Gorey, our Vice President. 
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1960, Board Meeting 


An intensive national membership drive is being 
started and significant results are expected before 
the June, 1960, meeting. 

Sidney Katell was appointed by the Board to fill 
the director position vacated by the death of Joe 
Bleakie. 

Committee chairmen and director sponsors were 
appointed by Dr. Gaffney as follows: 

Standing Operating 


Committees Chairman Director Sponsor 


Planning Jay M. Gorey 
Awards J. C. Agarwal C. A. Miller 
Publicity T. H. Arnold Sidney Katell 
Publications J. F. Adams Sidney Katell 
Regional Wes Dodge Earl K. Clark 


Membership *(F. A. Franks) 
Admissions 


Earl K. Clark 
Karl K. Clark 
Jim Caufield 
Jim Caufield 


Carl Clayton 
M. S. Peters 
Elsie Eaves 


Education 
Coordination 


Transitory Operating 
Committees 
**Program 1961 Meeting Jay Gorey 

Audit (Approved & Dismissed) B. J. Gaffney 
**Convention Arrangements Earl K. Clark 
C. A. Miller 
C. A. Millet 


Thomas C. Ponder 
A. Miller 
(Dismissed foi 


Nominations c. 
Insignia & Certificates 
Present) 

Technical Committees Chairman Director Sponsor 
*(Dave Seltzer) W. E. Hand 
C. R. Hirt W. E. Hand 
*(Thomas J. Junker) W. E. Hand 


Capital Cost Estimating 

Capital Cost Control 

Operating Cost Estimating 
and Control 


Profitability A. Bates W. E. Hand 
Cost Index G. W. Boston W. E. Hand 
Bibliography W. G. Clark Sidney Katell 


*Subject to acceptance or reconfirmation. 
**Advance program and arrangements chairmen are to be chosen 

by May 1, 1960. 

Admissions Committee — J. C. Agarwal, Chair- 
man. From January-June, 1959, the committee proc- 
essed 108 applications and approved $8 for full 
membership and seven for associate. Two were re- 
turned for more information and one was illegible. 
For the period July-December, 1959, 84 applications 
were processed. Sixty-six were approved for full 
membership, fourteen for associate, three returned 
for more information and one application illegible. 
Out of the 192 applications processed, the results 
were 185 new members. Agarwal accepted the chair- 
manship of the Planning Committee and will work 
toward early draft of an Association Manual. 


(Continued on page 12) 
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Board Meeting 


(Continued fr» > 11) 


AACE Manual — A r 


being praepared listing t): 


dl or “job manual’ is 
‘cers, directors and all 
committee chairmen. Each of these has been re- 
quested to list their duties, responsibilities and lines 
of communications and send to Jay Agarwal, Agar- 
wil will prepare the broad outline of the organiza- 
tion manual and appoint a committee for detail 
work. Jay Gorey as director sponsor of the Planning 
Committee will coordinate the complete develop- 
ment of the Association Manual. The manual will- 
include organizational flow charts of national and 
regional organizations and non-U.S.A. and Canda- 
dian membership. It will detail expected results from 
all key AACE personnel down to regional committee- 
men and show communication lines and procedures 
for effecting results. 

Engineers Joint Council — We are prepared now 
to apply for membership in the Engineers Joint 
Council. Several important paragraphs have been 
added to a draft of application previously prepared 
and other editing done at the Board meeting. It is 
necessary to get a U.S. Treasury Department exemp- 
tion from taxes Prior to consideration by EJC. This 
will be pressed. After it is obtained, President Gaff- 
ney will write the letter asking that we be granted 
membership. This should be accomplished before the 
June, 1960, meeting. This is a matter of great im- 
portance from a prestige standpoint for AACE and 
can help us in our national membership drive. 

Membership — Growth and Future Possibilities — 
Chilton presented an historical outline of member- 
ship growth in the AACE and estimated growth 
for 1960 through 1964, This historical reference is: 
1956, 200 members; 1957, 390 members; 1958, 540 
members; 1959, 676 members. Estimated 1960 800; 
1961, 880 to 1,000; 1962, 970 to 1.170; 1963, 1,040 to 
1,340; 1964, 1090 to 1,500. This limited growth, 
without an intensified membership drive, will nec- 
essarily limit our income for the next several years 
and also could hinder progress along a number of 
lines. 

During 1960 all efforts will be made to publish 
the AACE Bulletin on time. Deadline dates for 1960 
issues are February 5, May 5, August 5 and November 
5, 1960. Several new departments will be started 
shortly in the Bulletin which will increase its value 
to our members. 

The bibliography, which we are publishing joint- 
ly with the Bureau of Mines, will be available in 
time for distribution prior to the 1960 June meeting. 

The Publicity Committee, under the chairman- 
ship of T. H. Arnold, has made several large steps 
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AACE BOARD OF DIRECTORS IN SESSION 
Left to right: C. R. Hirt, J. F. Adams, S. Katell, C. A. 
Miller, T. C. Ponder, B. J. Gaffney, W. E. Hand, C. H. 
Chilton, E. K. Clark, J. M. Gorey and E. D. Shanken. 


in securing national publicity for AACE. Arnold 
leads the committee sub-chairmen in each of the 
regional sections and will prepare a guide for use by 
the regional sections in setting up their publicity 
program. 

Publication standards of the AACE will be re- 
vised and edited by each officer and Board member 
and re-submitted to the Board at the June meeting. 
A formal publication standard will then be pub- 
lished in the Bulletin for use by all members or non- 
members when they present a paper or write an 
article for the Bulletin. 

The AACE Cost Index Manual will require some 
polishing and professional editing before publication. 
This will be handled by Dr. O. T. Zimmerman 
and Ed Shanken. G. W. Boston will prepare an 
Introduction for inclusion in the Manual, The Cost 
Index Manual will be made available for sale before 
the June 2960 meeting. 

Education Committee — As part of the efforts of 
this committee, issues of the Bulletin containing 
papers presented on this subject at the Pittsburgh 
meeting have been mailed to deans of accredited 
engineering colleges in the United States and Can- 
ada. A seminar on cost engineering education will 
be presented during the June, 1960, meeting. Finan- 
cial support for cost engineering research is a possi- 
bility being given consideration. 

Dr. Gaffney made several suggestions that were 
accepted by the Board. One of these was the inclu- 
sion of selected abstracts of cost engineering articles 
or books in the Bulletin. The Bulletin will start 
publishing such timely information. Another of these 
suggestions was the use of questionnaires to appraise 
members’ reaction toward formal committee reports; 
particularly those of the technical committees. Such 
a device provides an easy way for expression, and 
properly designed should give an analysis subject to 
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statistical interpretation. The results of such surveys 
should be particularly meaningful and help direct 
committee activity including that of eventually 
establishing standards. 

Capital Cost Estimating — This committee has 
several projects being worked on by regional sections. 
The Gulf Coast Section is working on piping estima- 
tion; Northeast Ohio Section is working on pressure 
vessels; New York Section on computers; and San 
Francisco on buildings. Other regional sections 
should reply to Jay Gorey and select a project for 
completion during 1960. Preprints of the work done 
by these regional subcommittees will be available 
at the June, 1960, meeting. 


Treasurers Report 


SUMMARY — JANUARY | TO DECEMBER 31, 1959 
Balance on hand January 1, 1959 ....... seme e See 
NN) Ao a Sonrce eas Meudes ths ek uns Fede Sete 7,222.19 
WECICTATIY CUES) 5.55 o.0 5 55S 6 0.4159 a 00 . $6,761.00 
Secretarial services rendered ............ 186.00 
Misc. income including jewelry sales .... 275.19 
Se ON ois 8d elon C55 amet e OLS $12,197.53 
Total disbursements (see. breakdown) ................. 6,840.05 
Balance on hand December 31, 1959 ................... $5,357.47 
Durham ‘Trust, checking accounts ...... $2,357.47 
Lytton Savings & Loan Ass'n ............ 3,000.00 
SUMMARY OF DISBURSEMENTS 
Executive Secretary, salary and travel .............+.++. $2,113.13 
ND DN os snd Soild Swen eae teen ee ee 1,436.26 
PN vr Lata ita Raat sade ease ew mop Ase ekemcane aaa 611.57 
Buileten (editorial & Primtimg): «.....<.0.6.0:655..66'a.0 occas ears 1,382.40 
DORTAEY PROIE 5.. 600 os sede erg veaseaweetes ee ws 200.00 
PNA TE in 65:51 alm, Snel oh A a Sha. d weer Ria sre andln b's eS ze 60.55 
Printing of stationery and forms: «i. 2.6653 66.6200: - 108.87 
Printing of membership and award certificates ....... : 176.57 
EN PRN 2 ee cra Wiciess 510 eee arn REA See eRe 231.70 
Board OF Directors MCCtiRs. oo ik i ocd hs isd oe dcwso ae 145.86 
PE RE CUI aio: <5, oes ike ES Ha Hla Cem ES OM 373.14 
NE ooo 0G awe eee RRR Stem mes Ik Se Maceee oes $6,840.06 
AACE Archives — AACE maintains a central 


file at the Executive Secretary’s Office in Durham, 
New Hampshire, and all regional sections should 
send copies of their meeting minutes to Shanken 
for the central file. Copies of all papers presented at 
regional and national meetings must be sent to 
Shanken for the AACE archives. This is the perma- 
nent and only complete file on the AACE. The 
AACE Manual will detail central file requirements. 
Among other matters, the agenda for all national 
Board meetings and the minutes thereof will be 
placed on file at the Executive Secretary's office. 
Projects completed by the technical committees 
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will be presented at a seminar at the national meet- 
ing for careful studying. A summary of these changes 
will be incorporated in the final report and then the 
report will be mailed to all members along with a 
suitable questionnaire for general member com- 
ments. These questionnaires will be easily answered 
os that a reply may be expedited. After incorporating 
as many of the membership suggestions as possible, 
a tentative standard may be published in the Bul- 
letin. 

As part of an overall plan to increase the activity 
and participation by regional sections, all regional 
officers will be invited to attend a special breakfast 
at the June, 1960, meeting, During this session with 
the regional officers they will hear special reports : 
from the directors and become acquainted with the 
more significant problems of the AACE. The im- 
portance of contributions from the regional sections 
to the aims and efforts of the AACE will be empha- 
sized. 

The problems of definitions and terms used in 
code of accounts is still with us. Since it will prob- 
ably be sometime before a suitable code is developed 
an daccepted, the technical committee will use their 
best judgment as to definitions in assigning and 
working up projects. 

At Dr. Gaffney’s suggestion, the official business 
meeting for the June, 1960, annual meeting will be 
limited to thirty minutes. Preprints of all reports 
which would normally be given will be available for 
distribution to those attending for their detailed 
study. A generalized summary for all of these com- 
mittee reports will be made by President Gaffney. 
In order to do this and cut the business session short, 
it will be necessary for all committee chairmen to 
send an advance copy of their report to Dr. Gaffney 
before May 15, 1960. Their final report with 300 
copies for distribution at the annual meeting should 
be sent to Ponder, P. O. Box 2608, Houston 1, Texas, 
before May 15 for collecting into a special reprint 
bundle. 

Preprints of all papers which will be presented at 
the June, 1960, annual meeting will be made avail- 
able at the time of registration. Therefore, most of 
the time normally devoted to reading a paper will be 
available for discussion. Each speaker will more or 
less hit the highlights of the paper and then open the 
meeting for discussion from the floor. Slides, charts 
or other devices will of course be useful and _ per- 
mitted during both the presentation of highlights 
and the discussion. Each speaker should be informed 
that he should send 300 copies of his paper to Pon- 
cer before May 15, 1960. 

The manner in which convention sites have been 


(Continued on page 18) 
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News from the Regions 


Organization of New Sections 
In order to provide an opportunity for group 
activities at the local level, the AMERICAN ASSOCIATION 
OF COST ENGINEERS encourages the formation and es- 
tablishment of regional sections. 
The advantages of closer personal relationships, 
opportunities for discussion of mutual problems and 
the frequent dissemination of data vital to the pro- 
fession are a few of the reasons for joining or forming 
a section. 
If you reside in an area not covered by an existing 
section and would like to benefit from and assist in 
its organization, contact: Wesley ]. Dodge, Chairman, 
Regional Sections Committee, AACE, 110 Pinewood 
Road, Manhasset, New York. 
Members residing in the following areas can write 
to the people listed below. These men are “spark 
plugging” sections in their regions. 
Baton Rouge, Louisiana 
Carlo H. Polito, Ethyl Corporation, P. O. Box 341, 
Baton Rouge, Louisiana. 

Detroit, Michigan 
Gilbert A. Smith, The Bristol Company, 10329 West 
Nichols Road, Detroit, Michigan. 

Essex, England 
John H. Herbert, 22 Fairway, Leigh-On-Sea, Essex, 
England. 

Kansas City, Missouri 
Lloyd E. Weast, Jr., 3817 East 72nd Street Terrace, 
Kansas City, Missouri 

Los Angeles, California 
Frank M. Russell, AETRON, Estimating Depart- 
ment, 410 North Citrus Avenue, Covina, Califeriia. 
Miami, Florida 
John A. Condon, 691 Northwest 45th Street, Miami 
37, Florida. 

Ontario, Canada 
Frank Grosvenor, The Hydro-Electric Power Com- 
mission of Ontario, 620 University Avenue, Toronto 
2, Ontario, Canada. 

Quebec, Canada 
James Bachman, 175 Hemlock Drive, Beaconsfield, 
Quebec, Canada. 

Seattle, Washington 
Edward Fila, 1201 Warner Street, Sedro-Woolley, 
Washington. 

South Charleston, West Virginia 
W. F. Gott, Union Carbide Chemicals Company, 
P. O. Box 8361, South Charleston, West Virginia. 

St. Paul, Minnesota 
Dr. Bernard J. Gaffney, Wood Conversion Com- 
pany, First National Bank Building, St. Paul 1, 
Minnesota. 





Members in the Cincinnati, Niagara Falls, Oak 
Ridge, Savannah and St. Louis areas are working on 
the organization of sections in their regions. If you 
would like to help develop a section in these areas 
contact Mr. Wesley ]. Dodge. 


CHICAGO-MIDWEST SECTION 

The January meeting of the Chicago-Midwest Sec- 
tion was held in the Conference Room of The Pure 
Oil Company. Speaker of the evening was Mr. Jack 
O'Fallen, Chicago District Engineer for The Ameri- 
can Institute of Steel Fabricators. His address en- 
titled “Steel — Its Uses and Costs” was very timely 
coming as it did upon the settlement of the steel 
strike. The group was particularly interested in his 
statement that fabricators’ steel stocks for most sizes 
had not been depleted during the strike time and 
that by the end of February the mills would be well 
ahead of schedule on structural shapes. However, 
Mr. O’Fallen admitted that sheet steel shipped as 
used in the automotive and appliance industries is 
in short supply. 

After the address of the evening, the balance of 
the program was conducted by Mr. John Foushi and 
concerned the National AACE Cost Records Com- 
mittee work. 

The program for the February meeting of the 
Chicago-Midwest Section, held in the Board Room 
of the DeLeuw-Cather Company, consisted of two 
films on Mining and Fertilizer from the Internation- 
al Mineral & Chemical Corporation and an address 
by Mr. John MacLennan of this corporation. 

The second half of the meeting was a continuation 
of the report on the AACE Cost Records Committee 
work by Mr. John Foushi, as well as a report by 
Messrs. Edward Grahl and Henry Thorne concern- 
ing the National AACE Profitability Committee 
work. These gentlemen, representing the Profitabil- 
ity Committee of the section, stated their concepts 
concerning the fields of endeavor which should be 
undertaken by the local section. Their discussion 
centered on definition of terms and general tech- 
niques used to evaluate profitability and resulted in 
the agreement by those in attendance that it would 
be beneficial to hold an all-day session on the sub- 
ject in May. Material dealing with definition of basic 
terminology, which is under study by the section’s 
Profitability Committee for presentation at the na- 
tional AACE meeting in Houston, has been sub- 
mitted to the membership for review and comment. 
These comments will be consolidated and_trans- 
mitted to the members at the forthcoming May 
meeting, as well as to the members of the national 
subcommittee. 
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The March meeting will consist of a panel discus- 
sion on equipment costs by representatives of several 
najor manufacturers, with Mr. George A. Schultz, 
General Purchasing Agent for Meissner Engineers, 
acting as moderator. 


The group also plans to continue the discussion 
concerning the proposed profitability symposium 
under the leadership of Mr. Henry Thorne. A half- 
day symposium is being considered for May or Sep- 
tember and will include topics similar to the follow- 
ing: Evaluating a Consumer Product, Profitability 
Techniques of one Chemical Company, Profitability 
Techniques in the Construction Industry, and Joint 
Product Costing. Also under consideration is a round 
table discussion involving a panel to which ques- 
tions would be directed by the audience on topics 
like the Role of PI in Investment Evaluation and 
Present Value Technique. 


NEW ENGLAND SECTION 

The New England Section held a November meet- 
ing at the Massachusetts Institute of Technology, 
with Mr. Albert Rich of Metcalf and Eddy as fea- 
tured speaker of the evening. Mr. Rich presented 
an interesting and informative talk on ““The Cost 
of Structures.” 

During the business meeting an announcement was 
read stating that the New England Regional Section’s 
Constitution had been approved, thereby officially 
welcoming the group as the eighth regional section 
of the AACE. 

Motions were made and carried to: 

1. amend the section’s by-laws to make the fiscal 
year agree with the national AACE fiscal year: name- 
ly, January 1 to December 30; 

2. have the regional section’s annual dues of $5 
typed on the membership application; 

3. advise the National Capital Cost Control Com- 
mittee that the section would be unable to partici- 
pate in the committee’s program at present; 

4. authorize the Convention Steering Committee 
to make commitments for the engagement of a meet- 
ing place for the convention. 

Mr. David S. McCahon of Badger Manufacturing 
Company was appointed to the 1961 Convention 
Steering Committee. 


An illustrated talk on “Selection and Cost of 
Pumps” by Robert T. Thomas of the Worthington 
Corporation highlighted a well attended meeting on 
March 8 at the MIT Graduate House. 
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NORTHEAST OHIO SECTION 

The November meeting of the Northeast Ohio 
Section was held at the Cleveland Engineering and 
Scientific Center with 23 in attendance. 

A large portion of the business meeting was de- 
voted to a discussion of the possibility of increasing 
the section’s dues. Mr. Harvey Huttenlocher, treas- 
urer, presented a tentative budget for the year 1959- 
60 which indicated a possible excess of spending over 
receipts of $72.50, bringing the balance at the end 
of the year down to $4.15. He proposed that dues 
be increased from $2.00 per year to $4.00 per year to 
improve the group’s financial position. This was 
in accordance with a decision reached at a recent 
executive meeting at which it was agreed to suggest 
such a program to the members. The proposal was 
discussed as follows: 

1. The possibility of running a workshop with 
the hope of making a profit was suggested, and it 
was pointed out that the society had a deficit last year 
in spite of a very successful workshop. 

2. Mention was made of the fact that according 
to the constitution, it takes approximately two 
months to amend the constitution and that dues can 
only be raised by amendment to the constitution. It, 
therefore, would be necessary to act promptly if an 
increase in dues were to be of any advantage this 
year. 

3. It was suggested that dues be raised in any 
case and that the matter of a workshop be looked 
into. 

4. It was pointed out that the dues of the North- 
east Ohio Section are the lowest of any section. A 
motion was made, seconded and passed to increase 
the dues to $4.00 per year. The secretary was in- 
structed to mail a ballot to all eight members. 

Mr. M. Wakefield, Program Chairman, was asked 
to look into putting on a lucrative program, either 
a workshop or a major speaker drawing card. Mr. 
Wakefield suggested two other possible future pro- 
grams: (1) an inspection trip to Colonial Iron Works 
and (2) a review of papers presented at the National 
Meeting. Considerable interest was shown in the 
former suggestion, with very little interest expressed 
in the latter. 

President Robert Jones added Mr. T. M. Dorn of 
Harshaw Chemical to the committee on Operating 
Cost Estimating and Control. 

Following the business meeting the speakers of the 
evening, Messrs. Frank Flocke of Thornton Com- 
pany and David Jackson of Colonial Iron Works, 
were introduced. Mr. Flocke spoke on estimating 
tanks and pressure vessels and Mr. Jackson on esti- 
mating Heat Exchangers. Both pointed out that 

(Continued on page 16) 
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Northeast Ohio Section 
(Continued from page 15) 
economies can be made in the design if end use is 
known to the designer and further pointed out the 
fallacies inherent in quickie estimates. 

Twenty people were in attendance at the Decem- 
ber meeting of the Northeast Ohio Section. 

It was announced that the amendment to the sec- 
tion by-laws increased the dues to $4.00 per year, 
effective for the current fiscal year, was passed. Out 
of 35 ballots mailed, 26 replied “Yes” and 4 “No”. 

Attention was called to several series of articles on 
cost estimating in technical magazines: 

1. Process Costimating (operating costs) in the 
Oil and Gas Journal. 61 articles to date. Series to 
continue into early 1960, at least. 

2. Chemcial Engineering Cost File Series in 
Chemical Engineering magazine. An index of this 
series is shown on Pg. 86 of the December 28 issue. 

3. Construction Cost Estimating in Plant Engi- 
neering magazine. An eleven-part series started in 
the July, 1959 issue. 

Frank G. Flocke of The Thornton Company has 
agreed to serve as the Section’s Chairman, as well as 
a member of the national Capital Cost Estimating 
Committee. This-replaces the former Estimating 
Methods Committee. Keith Grierson and R. E. Jones 
will serve as members and probably John Potoma, 

The program for the evening was presented by 
M. C. Wakefield and T. M. Dorn of The Harshaw 
Chemical Company. They spoke on all aspects of 
“Cost Engineering in a Job Shop”. 

Following a dinner meeting at the Cleveland Engi- 
neering and Scientific Center on February 4, the 
Northeast Ohio Section went on an inspection trip 
through the Colonial Iron Works Company, This in- 
teresting trip was organized by Bill Hegerty and 
started off with a short talk on cost control problems 
in a job shop. The remainder of the tour included 
special demonstrations of Heli-arc burning of stain- 
less steel, submerged arc automatic welding, Heli-arc 
welding of light gauge tubes into heavy tube sheets 
for reactors, Airco-matic welding of aluminum and 
a genera! tour of the shops. 

The program for the March dinner meeting will 
feature Mr. Kenneth D. Buck, Mechanical Engineer- 
ing Department, Cleveland I!luminating Company, 
whose topic is entitled “The Use of Computers for 
Maximum Profitability in Central Station Opera- 
tion.” Mr. Buck has spent the last six years studying 
the application of computers to large central station 
power plants, and he will discuss the automation 
required and the gains to be expected from such a 
complex installation. 


16 





PITTSBURGH SECTION 

The January dinner meeting of the Pittsburgh Sec- 
tion was held at the Royal York Restaurant. After a 
short business meeting, the program was turned over 
to Mr. Mel Scherr, who acted as moderator for a 
panel discussion covering the following aspects of 
cost estimating: 


Mr. Tony Mosso — “Cost Estimating — Metal 
Working Plants” 

Mr. Joseph Rigatti — “Effects of Location on Ac- 
curacy of Estimates” 

Mr. Jim Black — “Reasons for Estimate Inaccura- 
cies 


Mr. Clifford Bierman — “Effect of Types of Con- 
tracts on Accuracy of Estimates’. 

These talks were followed by a brisk question and 
answer period, 

The Board of Directors Meeting of the Pittsburgh 
Section was held in January with the following peo- 
ple present: J. H. Black — President; C. E. Center — 
Vice President; J. F. Lovett — Secretary; and Direc- 
tors, J. J. Butler and A. W. Seekins. 

The Nominating Committee announced its slate 
for the new year as follows: 

President — C. E. Center 
Vice-President — C. D. H. Bierman 

J. F. Rigatti 
— ]. T. Connell 

R. D. Karns 
— D. R. Lindahl 

H. O. Mitchell 
—C. I. Niemi 

J. F. Lovett 


Secretary 
‘Treasurer 
Director 


The Secretary was instructed to submit this slate to 
the membership with the notice that additional 
nominees could be placed on the ballot by petition of 
seven members in good standing if submitted to the 
Secretary by February 15. The Secretary was also 
instructed to submit a ballot to the members in good 
standing after February 15 including names of all 
nominees by petition. The results of the election 
will be announced at the March meeting. 

A discussion of the large attendance at the January 
meeting led to agreement by the Board that the 
section should hold more frequent meetings devoted 
to the topic, “Cost Estimating.” 

Mr. A. W. Seekins reported that the speaker for 
March will be Mr. H. W. Rahn. Since Mr. Rahn’s 
topic will be “How to Evaluate Research and De- 
velopment,” the Secretary was instructed to send 
meeting notices to the heads of various area com- 
panies’ Research Departments in order to stimulate 
interest in the organization. 
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WHAT'S HAPPENING . . . 


James F. Adams, with Monsanto Chemical Com- 
pany in St. Louis, Missouri, has been promoted from 
Pilot Plant Group Leader to Section Leader in 
charge of three groups: Economic and Engineering 
Evaluation, Interim Manufacturing, and Mechanical 
Engineering. 


Gus A. Anderson, Kaiser Engineers, Oakland, Cali- 
fornia, reports a recent assignment as Chief Project 
Estimator on an Experimental Gas Cooled Reactor 
Project for the Atomic Energy Commission, Oak 
Ridge. Published cost — $30,000,000. 


F. John Barlow is now President of Azco Incor- 
porated, Appleton, Wisconsin. He was formerly 
Secretary- Treasurer. 


Norman A. Barthelson is presently Project Leader 
in the Process Engineering Section, Chemical Engi- 
neering Department at the Atlas Powder Company, 
Wilmington, Delaware. He was previously Senior 
Chemical Engineer with the same company. 


James W. Bateman has been promoted to Assistant 
Manager of the Coordinating and Planning Depart- 
ment at the Continental Oil Company in Hous- 
ton, ‘Texas. 


Alan G. Bates has been promoted from Senior 
Economic Evaluation Engineer with the Atlas Pow- 
der Company, Wilmington, Delaware to Manager, 
Economic Evaluation Section, Development Apprai- 
sal Department. 


Mark W. Battersby is presently Manager of the 
Production and Quality Control Department of the 
Tally Register Corporation, Seattle, Washington. 
He was formerly afhliated with the Reinell Boat 
Works Company, Marysville, Washington. 


Joseph Becker, Jr. is now Contract Maanger for 
the Engineering and Construction Division of Kop- 
pers Company, Inc., Pittsburgh, Pennsylvania. He 
was previously Estimator in the Estimating Depart- 
ment of this company. 


Harry Benford, Professor of Naval Architecture 
and Marine Engineering at the University of Michi- 
gan, is on leave this year in order to serve as Execu- 
tive Director of The Maritime Research Advisory 
Committee of The National Academy of Sciences, 
National Research Council. 


Jonas M. Berk has been promoted to Chief Engi- 
neer for Pritchard & Abbott, Houston, Texas. 
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Edward J. Ricer reports that he was forced to give 
up his position as Consulting Cost Engineer and Fi- 
nancial Advisor to the Industrial Bank in Baghdad, 
Iraq by the strain of Communist pressure in the area. 
He is presently setting up offices in New Jersey and 
Helsingor, Denmark. 


Joseph F. Rigatti has been promoted to Manager 
of the Fstimating and Budgeting Section of Koppers 
Company, Inc. in Pittsburgh, Pennsylvania. He had 
been the Assistant Manager. 


Thomas J. Roche writes that an article by him on 
cost engineering has been accepted for future pub- 
lication in Chemical Engineering. The article is 
general in nature and stresses proper evaluation and 
use of cost data. 


Samuel Rubin, former Professor of Transportation 
and Head, Department of Transportation, University 
of Southern California, is busy writing a series of 
numerical problem texts for students of ‘Transpor- 
tation Economics. 


Melvin F. Scherr has recently been promoted from 
Manager of the Estimating and Budgeting Section 
to Assistant Manager of the Foreign Sales Depart- 
ment of the Engineering and Construction Divi- 
sion of Koppers Company, Inc., Pittsburgh, Pennsyl- 
vania. 

Robert J. Shapiro is now Senior Project Engineer 
at Jacobs Engineering Company in Pasadena, Cali- 
fornia. His previous position with the same com- 
pany was that of Engineer-Fstimator. 


Gerald J. Smith is now Vice-President of the Cata- 
lytic Construction Company in Philadelphia, Penn- 
sylvania. 


Theodore S. Somppi, who was formerly Appropri- 
ations Engineer for the Diamond Alkali Company in 
Painesville, Ohio, is now Chief Project Engineer for 
this company. 


Charles P. Stanford is presently Economic Analyst 
in the Electrochemicals Department of the DuPont 
Company, Wilmington, Delaware. His previous po- 
sition was that of Cost Engineer, same company. 


Robert L. Trux, Jr. is now Vice-President of the 
Hubbard Construction Company in Orlando, Flor- 
ida. 

Charles V. Strimlan has been promoted from Su- 
pervisor, Estimating Department to Assistant Man- 
ager of the Estimating and Budgeting Section, 
Engineering and Construction Division, Koppers 
Company, Inc., Pittsburgh, Pennsylvania. 
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What's Happening . . . 


(Continued from page 17) 


Robert L. Thompson, former Cost Engineer in 
the Engineering Department of the Kraft Division 
of West Virginia Pulp and Paper Company in 
Charleston, South Carolina, is now Engineering Ad- 
ministrator of the same department of this company. 


Jeter E. Wardrep, Jr. has been promoted to Chief 
Estimator for The H. K. Ferguson Company in Oak 
Ridge, Tennessee. He was previously Senior Esti- 
mator for this company. 


James B. Weaver, who was Manager of the Eco- 
nomic Evaluation Section at the Atlas Powder Com- 
pany in Wilmington, Delaware, is now Director of 
the Development Appraisal Department of the com- 
pany. 


Isaac J. Wiant, former Section Engineer, is now 
Section Head in the Design Engineering Department 
at The M. W. Kellogg Company, New York City. 


Abraham L. Zinman is now President of A & B 
Zinman Incorporated, Long Island City, New York. 


Blase V. Nemeth has been promoted from Senior 
Engineer to Manager of Cost and Construction, Cen- 
tral Engineering Department, Diamond Alkali Com- 
pany, Cleveland, Ohio. 


Harry Pappas, Jr. is now Director of Public Works 
for the City of Westminster, California. He was 
formerly associated with Norair, Northrop Division, 
Hawthorne, California. 


Earle R. Peterson, previously affiliated with Bay- 
Fair, San Leandro, California, is presently employed 
by Kaiser Engineers, Oakland, California. 


Joseph A. Puharic, Jr. is now Procedures Analyst 
for the Blaw Knox Company of Pittsburgh Pennsy]- 
vania. His former position was Assistant Supervisor- 
Senior Cost and Scheduling Engineer with the same 
company. 


Fred S. Radwanski, who was formerly affiliated 
with the Chemstrand Corporation, Pensacola, Flor- 
ida, is presently Consulting Engineer for and part 
owner of ENASCO (Engineering Associates, Inc.), 
a consulting firm of engineers specializing in Process, 
Industrial, Utility and Development Projects. 





We were recently informed that Herbert 
Herkimer, Cost Engineer with Hudik-Ross, In- 
corporated in Hackensack, New Jersey, passed 
away in March, 1959. 
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Board Meeting 


(Continued from page 13) 


selected is under serious study. Currently, all region- 
al sections are being surveyed to determine the dates 
and desirability of them posting a national meeting. 
All sections are advised to get their qualifications and 
pertinent information in early. 

The local Convention Arrangements Committee 
for the 1960 Annual Meeting in Houston is current- 
ly surveying the membership on their preference for 
events they would like to attend for the June 13-15, 
1960, annual meeting. These survey forms should 
be returned by March 1, 1960. 

A directory of membership of the AACE is cur- 
rently in preparation and will be mailed before May 
1, 1960. 

The next meeting of the Board will be in Houston 
with a schedule as follows: 


Saturday, June 11, 1960 
Sunday, June 12, 1960 
Wednesday, June 15, 1960 


Convene at 6:00 p.m. 
Convene at 8:30 a.m. 
Convene at 6:00 p.m. 
THomas C., PonpbeR, Secretary, AACE 


a 


Technical Papers 

Available free, AS LONG AS THEY LAST, to AACE members, 
(.50 to nonmembers), by request: 

1— “Accurate Ways to Estimate Pipe Costs” by W. G. Clark 


2— “Computer Speeds Economic Evaluations” by J. F. Adams, 
W. L. Massey Jr. and M. Dmytryszyn 

5 — “Ratio Cost Engineering” by H. C. Bauman 

6— “The Cost of Preparing an Estimate” by K. G. Wolfe 

7— “Which Depreciation Method is Best” by B. J. Gaffney 

18 — “Estimate Cost of Compression Plants” by I. Bromberg 

20 — “Estimate Cost of Fractionation Systems” by I. Bromberg 


21 — “Educational Requirements from the Standpoint of Industry 


for Future Engineering Graduates” by D. I. Meikle 

22 — “Project Evaluation by the Time Value of its Use of Money” 
by E. H. Flewellen, Jr. 

23—“The Case for Scientific Research in Cost Engineering” 
by L. R. Shaffer 

24—“A Course in Chemical Engineering Economics” by J. 
Happel 

25 — “Cost Control in Construction” by W. McGlaun 


27— “Economic Evaluation of Research Projects” by R. C. 
Brown 


28 — “Statistical Methods in Cost Engineering” by A. F. Der- 
showitz 


The Association is endeavoring to publish in the 
Bulletin or make available reprints of papers that are 
related to the field of Cost Engineering. If you are 
preparing a paper or have presented previous papers 
in this field please send a copy to the Editor so that 


it can be included in future surveys of data in this 
area. 
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Regional Section Directory 


If you reside near one of the regional sections, contact the secretary so that you can benefit from 


the worthwhile activities of your region, If a business trip coincides with a meeting of a section 
outside your region, you are welcome to participate in any and all activities. 


CHICAGO — MIDWEST 
Chairman — Donald I. Meikle, Meissner Engineers, Inc., 300 West 
Washington Street, Chicago 6, Illinois. 
Secretary — FE. John Mark, The Pure Oil Co., 35 East Wacker Drive, 
Chicago 1, Hlinois. 


DELAWARE VALLEY 
President — Marion W. Rodgers, E. I. duPont de Nemours & Co., 
Wilmington 98, Delaware. 

Secretary — Anthony J}. Gaeto, Pottstown Metal Products Div. of 
Cochrane Corp., P. O. Box 269, Pottstown, Pennsylvania. 
GULF COAST 
Chairman — John E. Haselbarth, Pritchard & Abbott Engineers, 

2530 West Holcombe Boulevard, Houston 25, Texas. 
Secretary — Albert J. Miller, Farnsworth & Chambers Co., Box 74, 
Houston |, Texas. 


METROPOLITAN NEW YORK 


Chairman — Wesley J. Dodge, Socony Mobil Oil Co., 150 East 42nd 
Street, New York 17, New York. 
Secretary — Kenneth M. Guthrie, The M. W. Kellogg Co., 711 


Third Avenue, New York 17, New York. 





Reduce Estimating Time With The... 


ESTIMATOR'S ELECTRICAL 
MANHOUR MANUAL 


By John S. Page and Jim G. Nation 


PRICE $10.00 


Provides an accurate and dependable method of estimat- 
ing direct labor for complete electrical installation in any 
given system or plant. 

The scores of manhour tables in the manual contain thou- 
sands of easy-to-use listings. These listings are valuable guides 
to estimating manhours in every phase of electrical installa- 
tion. They are the result of hundreds of time and method 
studies, coupled with actual labor cost of operations on 
numerous projects. 

With the manual, you'll know how to arrive at a com- 
posite rate using productivity efliciency and production ele- 
ments. With the composite rate, manhour estimating can be 
applied with equal validity to any electrical installation job, 
in any location. 

Areas covered in 15 Sections include: Conduit, Boxes and 
Fittings; Lighting Fixtures; Panelboards and Cabinets; Ser- 
vice and Feeder Wiring; Branch Circuit Items; Safety 
Switches; Hangers and Fasteners; Underfloor and Bus Ducts; 
Starters and Motors; Mounting Transformers; Outside Con- 
struction; Underground Duct and Cable; Communications 
and Signal Systems; Demolition, Excavating and Concrete; 
Technical Information. 


Order From: Department B 


GULF PUBLISHING COMPANY 
P.O. Box 2608, Houston 1, Texas 


Or — From your local bookstore 
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NEW ENGLAND 


President — Harold J. DeLamater, Industrial Estimating Service. 
Crest Drive, Dover, Massachusetts. 
Secretary — Bernard Fefferman, Badger Manufacturing Co., 230 


Bent Street, Cambridge, Massachusetts. 


NORTHEAST OHIO 
President — Robert E. Jones, The Standard Oil Co. of Ohio, Mid- 
land Bldg., Cleveland 15, Ohio. 
Secretary — H. Dean Forrest, General ‘Vire & Rubber Co., Middle 
Road, Ashtabula, Ohio. 


PITTSBURGH 


President — James H. Black, United States Steel Corp., Applied 
Research Laboratory, Monroeville, Pennsylvania. 
Secretary — John F. Lovett, Pittsburgh Coke & Chemical Co., Ne- 


ville Island, Pittsburgh 25, Pennsylvania. 


SAN FRANCISCO 
President — Paul A. Hesselgrave, General Electric Co., 2151 South 
First Street, San Jose, California. 
Secretary — Gus A. Anderson, Kaiser Engineers, 1924 Broadway, 
Oakland 12, California. 


ENGINEERS 


FOR ESTIMATING 
and ECONOMIC EVALUATION 


Several selected openings exist for graduate ChEs or 
MEs with 2-5 years’ experience in the process equipment 
industry in process, design or operations of which 2 
years should be in appropriate estimating and engineer- 
ing economics experience. 





Opportunity for man with original thought, imagination 
and process equipment knowledge. Duties will include 
determination of material and equipment needs, equip- 
ment arrangements, process suitability, process or 
component economics and cost data. Will prepare cost 
estimates which include material, labor, outside pur- 
chased components, engineering time and operating 
costs which comprise total costs of equipment, planis 
or products to be sold or furnished by the company. 
Individual must be able to deal effectively with all en- 
gineering levels. 


Ht Products. offers 


e Outstanding corporate growth record creates new op- 
portunities for individual growth e Substantial backlog of 
orders and future prospects present advancement oppor- 
tunity e Broad market diversification inc.uding basic 
steel producers, chemical, petrochemical, refinery, nat- 
ural gas and defense customers. Company develops, 
designs, manufactures, constructs and operates its own 
equipment e Location: suburban living yet near Phila- 
delphia and New York City for metropolitan advantages. 
(Excellent school and recreational facilities) « Liberal 
benefit program including tuition refund e Well evaluated 
salary program e Relocation paid. 


Please send resume to E. J. Strobel, Technical Personnel 
fAanager, Dept. 671 


PROCES BING 


TEMPERATURE 


Low 


EXTREME LOW TEMPERATURE INTRODUCES CHALLENGING PROGLEMS FOR CREATIVE BNGINERRS 


... INCORPORATED 
ALLENTOWN, PA. 
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